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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Teach For America, Inc.:

We have audited the accompanying consolidated financial statements of Teach For America, Inc. (“TFA”)
and its subsidiary, Leadership for Educational Equity (“LEE”) (collectively, “Teach For America”), which
comprise the consolidated statement of financial position as of May 31, 2013, and the related consolidated
statements of activities and cash flows for the eight-month period then ended, and the related notes to the
consolidated financial statements.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to Teach
For America’s preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of Teach For America’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

Inpour opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Teach For America, Inc. and its subsidiary, Leadership for
Educational Equity as of May 31, 2013, and the consolidated changes in their net assets and their cash
flows for the eight-month period then ended in accordance with accounting principles generally accepted in
the United States of America.

Other matters

Supplementary information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements of
Teach For America as of and for the eight-month period ended May 31, 2013, as a whole. The
accompanying Schedule of Expenditures of Federal Awards, as required by the U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the consolidated financial
statements. Such supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the consolidated financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures. These additional procedures included
comparing and reconciling the information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the supplementary information is fairly stated, in all material respects, in
relation to the consolidated financial statements as a whole.

Fiscal year change
Effective October 1, 2012, Teach For America, Inc. changed its fiscal year-end from September 30® to

May 31%. Accordingly, the accompanying consolidated financial statements encompass the activities for the
eight-month period from October 1, 2012 to May 31, 2013.

Other reporting required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated December 5,
2013, on our consideration of Teach For America’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Teach For America’s internal
control over financial reporting and compliance.

91’4/7— ot Zow L. 7

New York, New York
December 3, 2013




TEACH FOR AMERICA

Consolidated Statement of Financial Position
As of May 31, 2013

ASSETS
Cash and cash equivalents $ 26479425
Government grants and contracts receivable 36,146,984
Fee for service receivable 389,400
Prepaid expenses and other assets (Note 7) 10,114,814
Contributions receivable, net (Note 3) 67,378,241
Loans receivable from corps members, net (Note 4) 6,808,575
Investments, at fair value (Note 5) 282,592,229
Fixed assets, net (Note 6) 40,542,422
Total assets $ 470,452,090

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses $ 24398225
Deferred revenue 5,056,091
Deferred rent payable and other Labilities (Note 10) 2484478
Total liabilities 31,938,794

Coemmitments and contingencies (Notes 8, 9, 10 and 15)

NET ASSETS
Unrestricted (Note 12) 240,395,017
Temporarily restricted (Notes 11 and 12) 81,454,313
Permanently restricted (Note 12) 116,663,966
Total net assets 438,513,296
Total liabilities and net assets $ 470,452,090

The accompanying notes are an integral part of this consolidated statement.
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TEACH FOR AMERICA

Consolidated Statement of Activities
For the eight-month period ended May 31, 2013

Temporarily Permanently

Unrestricted Restricted Restricted Total
REVENUES, GAINS AND OTHER SUPPORT
Contributions (Note 15) $ 17,777931 § 121917592 § 10,002,093 $ 149,697,616
Gowernment grants and contracts 43,165,773 - - 43,165,773
Fee for service 83.750 . - 83,750
Special events, net of cost of direct benefits to donors of
$856,643 1,202,289 - - 1,202,289
Interest and dividend income (Note §) 1,203,523 499,766 - 1,703,289
Net appreciation in fair value of investments (Note 5) 2,975,883 8,931,755 - 11,907,638
Contributed goods and services (Note 13} 287277 - . 287,277
Licensing fees and other revenue 2,389,798 - - 2,389,798
Change in donor intent - (2,500,000) 2,500,000 -
Net asscts released from restrictions (Note 11) 151,114,969 {151,114,969) - -
Total revenues, gains and other support 220,201,193 (22,265,856) 12,502,093 210,437,430
EXPENSES
Program services:
Teacher recruitment and selection 33,546,651 - - 33,546,651
Pre-service institute 16,864,443 - - 16,864,443
Placement, professional development, and other 74,110,830 - - 74,110,830
Alumn affairs 19,406,802 - - 19,406,802
Total program services 143,928 726 - - 143,928,726
Supporting services:
Management and general 26,295,745 - - 26,295,745
Fundrajsing 20,848,321 - - 20,848,321
Total supporting services 47,144 066 - - 47,144 066
Total expenses 191,072,792 - - 191,072,792
Change in net assets 29,128,401 (22,265,856) 12,502,093 19,364,638
Net assets, beginning of period 211,266,616 103,720,169 104,161,873 419,148.658
Net assets, end of period $ 240395017 $ 81454313 § 116,663966 § 438513296

The accompanying notes are an integral part of this consolidated statement.

-4-




TEACH FOR AMERICA

Consolidated Statement of Cash Flows
For the eight-month period ended May 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

Adjustment to reconcile change in net assets to net cash provided by

operating activities:
Depreciation and amortization
Appreciation in fair value of investments
Change in present value of contribution receivable
Contributed investment securities
Permanently restricted contributions
Change in allowance for doubtful accounts
Changes in operating assets and liabilities:
Decrease in government grants and contracts receivable
Decrease in fee for service receivable
Increase in prepaid expense and other assets
Decrease in contributions receivable
Increase in accounts payable and accrued expenses
Increase in deferred revenue
Increase in deferred rent payable and other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Loans to corps members
Repayments of loans from corps members
Proceeds from the sale of investments
Purchase of investments
Purchase of fixed assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Permanently restricted contributions
Payments on capital lease obligation
Net cash provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental disclosure:
Cash paid for interest

The accompanying notes are an integral part of this consolidated statement.
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$ 19,364,638

14,873,350
(12,235,679)

12,038
(27,396,851)
(10,002,093)

2,101,624

316,447
19,152,959
(4,208,559)
54,243,234

1,699,389
1,588,471
113,245

—_———

59,622,213

(521,714)
4,146,222
108,466,083

(190,625,039)

(11,731,697)
(90,266,145)

10,002,093
(129.773)

9,872,320

(20,771,612)

47,251,037

$_ 26,479,425

5 105,135



TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

1. ORGANIZATION AND NATURE OF OPERATIONS

Teach For America, Inc. (“TFA”) is a not-for-profit corporation incorporated in the State of Connecticut on
October 6, 1989. Leadership for Educational Equity (“LEE™) is a not-for-profit corporation incorporated in
the State of New York on October 23, 2006.

TFA is dedicated to building a national corps of outstanding recent college graduates of all academic majors
who commit two years to teach in under-resourced urban and rural public schools and who become lifelong
leaders in pursuit of expanding educational opportunity. TFA recruits and selects recent college graduates
who meet high standards, trains them in an intensive summer program, places them in urban and rural
school districts, and coordinates a support network for them during the two years they commit to teach.
TFA also works to keep alumni connected to each other and to its mission.

LEE’s mission is to enable TFA’s corps members and alumni to realize high impact careers in public
leadership by: (1) educating its members about the policy, advocacy and political landscape in their region
and in the nation so they are inspired and ready to participate politically and civically; (2) equipping its
members with the skills, resources, and experiences to successfully pursue public leadership positions; (3)
helping its members become highly effective change agents for educational equity once in positions of
leadership; and (4) fostering a thriving LEE community in which members support one another in pursuing
public leadership and actively engage around political and civic matters.

TFA follows the concept of a fiscal year which normally consists of 52 weeks, except for every four years
when the fiscal year consists of 53 weeks. In 2010, TFA’s Board of Directors approved a change in TFA’s
fiscal year end from September 30® to May 31%, effective for the 2013 fiscal period (the transition period)
from October 1, 2012 through May 31, 2013. The accompanying consolidated statement of financial
position, statement of activities, statement of cash flows, as well as related notes of TFA are, therefore,
presented as of and for the eight-month transition period ended May 31, 2013,

At May 31, 2013, TFA and LEE were separate legal entities that share similar board members and officers.
Both are exempt from corporate federal and state income tax. TFA is exempt under Section 501(c)(3) of
the Internal Revenue Code (the “Code™) and similar state provisions, while LEE is exempt under Section
501(c)(4) of the Code and similar state provisions.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying consolidated financial statements include the accounts of TFA as of and for the eight-
month period ended May 31, 2013 and LEE as of and for the year ended December 31, 2012 (collectively,
“Teach For America”) and have been prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (“US GAAP”), as applicable to
not-for-profit organizations. All significant intercompany transactions have been eliminated in
consolidation.

Teach For America’s system of accounts are maintained in accordance with the principles of net assets
accounting wherein resources from various sources are classified for accounting and financial reporting
purposes into net asset classes based on specified activities and objectives. Net assets are therefore
classified based on the existence or absence of donor-imposed restrictions.
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TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

Accordingly, net assets of Teach For America and changes therein are reported as follows:

Unrestricted - Net assets that are not subject to donor-imposed stipulations. These amounts include
Board-designated resources for use as long-term investment to provide an ongoing stream of investment
income for selected activities such as expansion and program services, as well as cash reserves, in the
event Teach For America should experience a cash shortfall. As of May 31, 2013, the total amount of
Board-designated unrestricted net assets authorized to function as endowments were $147,832,153

{Note 12).

Temporarily restricted - Include net assets subject to donor-imposed stipulations that expire with the
passage of time or can be fulfilled by the actions of Teach For America, pursuant to those stipulations
(Note 11). In addition, earnings on certain donor-restricted endowments are classified as temporarily
restricted until appropriated for expenditure by the Board of Directors (Note 12).

Permanently restricted - Include net assets subject to donor-imposed stipulations that require resources
10 be maintained as funds of a permanent duration (Note 12). The income derived from permanently
restricted net assets is available for general or specific operating purposes, as stipulated by the
respective donors.

Revenues are reported as increases in unrestricted net assets unless their use is limited by donor-imposed
restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses on investments
and other assets or liabilities are reported as increases or decreases in unrestricted net assets unless their use
is restricted by explicit donor stipulation or by law. Expirations of temporary restrictions on net assets (i.e.,
the donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported as
net assets released from restrictions.

Cash and Cash Equivalents

Cash and cash equivalents include cash and short-term investments with original maturities of three months
or less. Amounts which are neither designated for long-term purposes nor covered under any investment
management arrangements are presented as cash and cash equivalents in the accompanying consolidated
statement of financial position. Cash and cash equivalents that are part of designated reserves and managed

by external investment managers as part of Teach For America’s long-term investment strategy are included
in investments.

Loans Receivable

Loans receivable from corps members are recorded at their net realizable values and are generally due to be
paid back, free from interest, over a period of one to two years.

Allowances for Doubtful Accounts

Allowances for doubtful accounts are netted against corresponding receivables based upon management’s
Jjudgment regarding realizability, including the consideration of such factors as prior collection history and
type of receivable. Receivables are only written-off when deemed fully uncollectible. Payments, if any,

subsequently received on previously reserved balances are applied to the corresponding allowance for
doubtful accounts.




TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

Investments

Investments in equity securities with readily determinable fair values are measured at fair value in the
accompanying consolidated statement of financial position and reported based on quoted market prices.
Reported fair values for alternative investments are estimated by the respective external investment
manager if ascertainable market values are not readily available. Such valuations involve assumptions and
methods that are reviewed and accepted by Teach For America.

Because Teach For America’s limited partnership investment funds and other alternative investments are
not readily marketable, the estimated value is subject to uncertainty and, therefore, may differ significantly
from the value that would have been reported had a ready market for such investments existed. Due to
inherent risks and potential subjectivity of investment valuations, the amounts reported in the
accompanying consolidated financial statements can vary substantially from settlement amounts resulting
from the sale or exchange of such investments and, such differences could be material.

Fair Value Measurements

Teach For America follows guidance that defines fair value, establishes a framework for measuring fair
value, and expands disclosures about fair value measurements. This standard provides a consistent
definition of fair value, which focuses on an exit price between market participants in an orderly
transaction. The standard also prioritizes, within the measurement of fair value, the use of market-based
information over entity-specific information and establishes a three-level hierarchy for fair value
measurements based on the transparency of information used in the valuation of Teach For America’s
investments as of the measurement date.

Investments measured and reported at fair value in the consolidated statement of financial position are
classified and disclosed in one of the following categories:

Level 1: Quoted prices are available in active markets for identical assets or liabilities as of the
reporting date. The type of investments categorized as Level 1 include listed equities held in
the entity’s name and exclude listed equities and other securities held indirectly through
commingled funds. -

Level 2: Pricing inputs including broker quotes other than exchange quoted prices in active markets,
which are either directly or indirectly observable as of the reporting date, and fair value is
determined through the use of models or other valuation methodologies. Also included in
Level 2 are investments measured using a net asset value (“NA V™) per share, or its
equivalent, that may be redeemed at that NAV at the date of the consolidated statement of
financial position or in the near term, which is considered to be within 90 days.

Level 3: Pricing inputs are unobservable and include financial instruments where there is little, if any,
market activity for those assets or liabilities. Fair value measurement for these financial
instruments requires significant management judgment or estimation. Investments that are
categorized as Level 3 generally include privately held investments and partnership interests.
Also included in Level 3 are investments measured using a NAV per share, or its equivalent,
that can never be redeemed at the NAV or for which redemption at NAV is uncertain due to
lockup periods or other investment restrictions.




TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

Fixed Assets

Computer equipment and software as well as furniture, fixtures, and office equipment with a unit cost in
excess of $2,500 are recorded at cost and depreciated on a straight-line basis over an estimated useful life
ranging from three to five years. Leasehold improvements with a unit cost in excess of $2,500 are recorded
at cost and amortized on a straight-line basis over the lesser of the economic useful life of the respective
asset or the remaining lease term.

Contributions

Contributions, including unconditional promises to give, are reported as revenues in the period received or

pledged based upon donor restriction, if any. Contributions to be received after one year are discounted to

present value using a risk-adjusted rate. Amortization of the discount is recorded as additional contribution
revenue in accordance with the donor-imposed restrictions, if any. Contributions of assets other than cash,

including goods and services, are recorded at their estimated fair value at the date of contribution.

Government Grants and Contracts

Revenue from government grants and contracts is recognized as earned, that is, as related costs are incurred
or services rendered under such agreements (Note 10).

Fee for Service Revenue

TFA has contractual agreements with various school districts across the United States of America to recruit,
select, train, and place corps members to teach within their school districts. TFA recognizes revenue
related to these contractual agreements as earned, that is, when the school district places a corps member,
typically at the start of the school year each fall.

Special Events Revenue

Revenue and expenses related to special events are recognized upon occurrence of the respective event and
are presented net of the cost of direct benefits. The associated market value of such services provided to
donors amounted to $496,718 for the eight-month period ended May 31, 2013,

Functional Allocation of Expenses

The costs of providing Teach For America’s programs and supporting services have been summarized on a
functional basis in the accompanying consolidated statement of activities. Accordingly, certain costs have
been allocated among the programs and supporting services benefited. The following is a description of
Teach For America’s programs:

Teacher Recruitment and Selection
TFA recruits and selects a teaching corps of outstanding college graduates to teach the nation’s most
underserved students. The recruitment and selection process consists of scheduling and attending on-

and off-campus recruiting events, processing applications, and conducting day-long interview sessions
in multiple sites across the country.




TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

Pre-Service Institute

For incoming corps members prior to beginning service each fall, TFA conducts intensive summer
training institutes held on various university campuses. Institutes are typically held at nine campuses:
University of Houston, Temple University, Loyola Marymount University, St. John’s University,
Georgia Institute of Technology, Arizona State University, Illinois Institute of Technology, Delta State
University and University of Tulsa.

As part of TFA’s ongoing relationship with the: Houston Independent School District; Los Angeles
Unified School District; the School District of Philadelphia; Atlanta Public Schools; the New York City
Department of Education; Phoenix Public Schools; Chicago Public Schools; Mississippi Delta Public
Schools and Tulsa Public Schools, corps members teach students who are enrolled in Houston, Los
Angeles, Philadelphia, Atlanta, New York City, Phoenix, Chicago, Mississippi Delta and Tulsa public
summer school programs.

Placement, Professional Development, and Other

TFA places corps members in various urban and rural regions throughout the United States. In each
region, TFA has regional offices, which are responsible for placing corps members in schools,
monitoring progress throughout their two-year commitment, providing opportunities for ongoing
professional development, and helping corps members to feel part of a national corps.

Alumni Affairs
Teach For America has an alumni base of former corps members all over the world. These individuals
present a powerful opportunity to continue to expand educational opportunity.

Income Taxes

Teach For America follows guidance issued by the Financial Accounting Standards Board (FASB) that
clarifies the accounting for uncertainty in tax positions taken or expected to be taken in a tax return,
including issues relating to financial statement recognition and measurement. These Standards provide that
the tax effects from an uncertain tax position can be recognized in the consolidated financial statements
only if the position is “more-likely-than-not” to be sustained if the position were to be challenged by a
taxing authority. The Standards also provide guidance on measurement, classification, interest and
penalties. Adoption of these Standards had no material impact on the accompanying consolidated financial
statements. The respective tax fiscal years ended 2010 through 2013 are still open and subject to audit for
both federal and state purposes. Teach For America has processes currently in place to ensure the
maintenance of its tax-exempt status; identify and report unrelated business income; determine its filing and
tax obligations in jurisdictions for which it has nexus; and identify and evaluate other matters that may be
considered tax positions.

Concentration of Credit Risk

Financial instruments which potentially subject Teach For America to concentrations of credit risk consist
primarily of cash and cash equivalents and investment securities. Teach For America maintains its cash and
cash equivalents with creditworthy, high-quality financial institutions. Teach For America’s bank balances
typically exceed federally insured limits. However, Teach For America has not experienced, nor does it
anticipate, any losses with respect to such bank balances. Teach For America’s investment portfolio is
diversified with several investment managers in a variety of asset classes. Teach For America regularly
evaluates its depository arrangements and investment strategies, including performance thereof. Teach For
America believes that its credit risks are not significant.
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TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

Use of Estimates

The preparation of consolidated financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingencies at the date of the consolidated financial statements, and the reported amounts of revenues and
expenses during the reporting period. The more significant estimates include the determination of the net
realizable value of contributions receivable; valuation assumptions of investments that have no ready
market; and the assessed recoverability of capital assets through depreciation. Actual results could differ
from those estimates.

3. CONTRIBUTIONS RECEIVABLE, NET

Contributions receivable at May 31, 2013, were scheduled to be coliected as follows:

Less than one year $ 30,613,525
One to five years 40,152,377
70,765,902
Less: Discount to present value ranging from 0.14% to 1.27% (156,780)
Allowance for doubtful accounts (3,230,881)
Contributions receivable, net $ 67,378,241

Teach For America has also been notified of certain intentions to give. However, these amounts have not
been recorded in the accompanying consolidated financial statements due to their conditional nature (e.g.
challenge grants). Such conditional gifts totaled approximately $6.7 million at May 31, 2013.

For the eight-month period ended May 31, 2013, TFA received new contributions from members of its
national Board of Directors totaling $26.1 million, which represented 17% of total contributions for the
period and received $3.6 million in payments against prior pledges from these related parties.

At May 31, 2013, TFA’s contributions receivable included $5.4 million due from its national Board, which
was partially offset by an allowance for doubtful accounts of $2.6 million, in addition to $1.2 million in
direct write-offs for the eight-month period then ended. The charge related to these write-offs and reserves
is included in Management and General in the accompanying consolidated statement of activities and,
therefore, adversely impacted the ratio of program services to total expenses for the eight-month period
ended May 31, 2013. However, this event is not representative of a shift in direction in the allocation of
organizational resources away from program services, but rather the result of a non-recurring event,

4. LOANS RECEIVABLE FROM CORPS MEMBERS, NET

TFA makes uncollateralized loans to corps members based on financial need. Corps member loans are
funded through TFA’s loan programs. As of May 31, 2013, loans represented 1.6% of total assets.

-11-




TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

As of May 31, 2013, corps member loans consisted of the following:

Corps Member Transition Loans $ 7,424,403
Corps Member Placement Loans 79,299
Less: Allowance for doubtful accounts (695,127)

5 6,808,575

As of May 31, 2013, the following amounts were past due under the Corps Member Loan Program:

Over
One year Two years three years Total
past due past due past due ~ past due

3 688,696 $ 308,115 $ 178,890 $ 1,175,701

Allowances for doubtful accounts are established based on prior collection experience and current
economic factors which, in management’s judgment, could influence the ability of loan recipients to repay
the amounts per the loan terms. Loan balances are written off only when they are deemed to be
uncollectible. There were no such write-offs in the current period.

5. INVESTMENTS, AT FAIR VALUE

As of May 31, 2013, TFA’s investments consisted of the following:

Money market funds $ 42,564,807
Equities 99,772,585
Fixed income securities 40,878,896
Limited partnership investment funds 99,375,941

$ 282,592,229

The following table summarizes investments by level, within the fair value hierarchy as of May 31, 2013:

Level 1 Level 2 Level 3 Total
Money market funds $ 42,564,807 $ - $ - $ 42,564,807
Equities 99,772,585 - - 99,772,585
Fixed income securities 40,878,896 - - 40,878,896
Limited partnership investment funds/trusts - - 99,175,941 99,375,941
Total $ 183,216,288 $ - $ 99,375,941 $ 282,592,229
-12-




TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

The following table summarizes the changes in fair values associated with Level 3 assets for the eight-
month period ended May 31, 2013:

Limited
partnership
investment
funds/trusts

Balance as of September 30, 2012 $92,459,405
Purchases 125,404
Sales (327,442)
Unrealized gains 7,118,574

Balance as of May 31, 2013 $ 99,375,941

For the eight-month period ended May 31, 2013, TFA’s investment returns consisted of the following:

Total
Interest and dividend income $ 1,703,289
Appreciation in fair value of investments 12,235,679
Investment fees (328,041
Net appreciation in fair value of investments 11,907,638
Total investment return $13,610,927

TFA uses the Net Asset Value (NAV) per share to determine the fair value of all the underlying investments
which: (a) do not have a readily determinable fair value and (b) prepare their investees financial statements
consistent with the measurement principles of an investments company or have the attributes of an
investments company. Per the accounting standard governing NAV as a practical expedient, the following
table lists investments in other companies by major NAV category for the eight-month period ended May

31, 2013:
$ Amount Timing to
NAV # of Remaining of Unfunded Drawvdown Redemption Redemption

Type Strategy in Funds Funds Life Commitments Commitments _ Terms Restrictions
Limited Invests in hedge $ 99375941 3 N/A No such N/A Quarterly  Lock up periods
partnetship funds, private equity commitments and of up to 2 years
investment and pooled accounts Annually
funds/trust secking long-tem

diversificd growth
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TEACH FOR AMERICA

Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

6. FIXED ASSETS, NET

Fixed assets at May 31, 2013, consisted of the following:

Computer equipment and software $85,788,214
Furniture, fixtures and office equipment 7,982,130
Leasehold improvements 17,977,379
111,747,723
Less: accumulated depreciation and amortization (71,262,647)
40,485,076

Construction-in-progress 57,346
Fixed assets, net $ 40,542,422

Depreciation and amortization expense related to fixed assets was $14,873,350 for the eight-month period
ended May 31, 2013.

Teach For America has entered into various capital leases for office fixtures and equipment. These leases
extend through fiscal year 2018 and have total remaining cash payments due, inclusive of interest, of
$1,261,593. The net book value of such leased fixtures and equipment was $686,982 at May 31, 2013, and
is included in the table above. Additionally, amounts due under these capital leases of $649,783 is included
in accounts payable and accrued expenses in the accompanying consolidated statement of financial position.

7. RELATED PARTY TRANSACTIONS

During 2008, TFA entered into a Resource Sharing and Expense Reimbursement Agreement with LEE, a
related party consolidated with TFA. The agreement states that LEE shall pay TFA for all direct expenses
incurred by TFA on LEE’s behalf and that LEE shall pay a pro-rata share of TFA’s overhead expenses. In
addition, LEE agrees to operate and conduct its use of the resources described in the agreement in a manner
so as not to interfere with the accomplishment of TFA’s tax-exempt purposes and not to jeopardize TFA’s
compliance with federal and state laws. As of May 31, 2013, amounts owed to TFA from this related party
totaled approximately $1.1 million and which were eliminated in consolidation.

TFA also has a Resource Sharing and Expense Reimbursement Agreement with Teach For All, a related
party, not controlled by TFA, created to expand educational opportunity in other countries. This agreement
also states that Teach For All shall pay TFA for all direct expenses incurred by TFA on Teach For All’s
behalf and that Teach For All shall pay a pro-rata share of TFA’s overhead expenses. As of May 31, 2013,
amounts owed to TFA from this related party totaled approximately $105,000, and are included within
prepaid expense and other assets in the accompanying consolidated statement of financial position.
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Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

10.

EDUCATION AWARDS DUE TO CORPS MEMBERS

In 2013, TFA granted education awards (the “awards”) for eligible corps members who successfully
completed the 2012-2013 school year. The awards were intended to mirror the awards previously provided
by the Corporation for National Service. Approximately 966 corps members were granted awards in
varying amounts up to $5,550 that could be applied to pay student loans or educational expenses. For the
eight-month period ended May 31, 2013, approximately $2.7 million was awarded and remained to be
disbursed. The awards are payable until July 1, 2020, at which time these awards expire.

LINE OF CREDIT

On November 19, 2012, TFA amended its line of credit agreement with Wells Fargo Bank originally dated
August 10, 2009, which expired on July 2, 2012. This credit facility bears interest at the LIBOR market
index rate plus 0.70% per annum for 2013 and requires adherence to the following financial covenants:

e Maintain at all times unrestricted specified assets having an aggregate value of not less than $50
million;

¢ Maintain at all times an expendable financial resources to total operating expenses ratio of at least
80%; and

e Pay down the outstanding balance of any advances over 30 consecutive days.

At May 31, 2013, TFA had not drawn down on its line of credit and was in compliance with the above
stated covenants.

COMMITMENTS AND CONTINGENCIES

Operating Leases

TFA has entered into a non-cancelable lease agreement for office space for its national headquarters,
expiring in January 2019. Additionally, TFA has 45 lease agreements for office space for its regional
offices, expiring at various times. TFA also has various lease agreements for office equipment at its
regional offices and New York office, expiring on various dates.

Future minimum lease payments under all non-cancelable operating leases are as follows:

Fiscal year ending May 31: Office Space Equipment
2014 $ 9,039,642 $ 482,984
2015 6,474,079 399,626
2016 4,795,427 264,094
2017 3,117,856 99,267
2018 and thereafter 2,570,662 15,621

Total 3 25;997;666 $ 1,261,592

Total rent expense approximated $6.2 million for the eight-month period ended May 31, 2013,
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Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

11.

12.

Deferred Rent Payable

Certain operating leases contain escalation clauses for base rentals. Accordingly, TFA has recorded the
straight-line effects of such escalations and recognized a deferred rent liability within deferred rent payable
and other liabilities in the accompanying consolidated statement of financial position of approximately $1.3
million as of May 31, 2013.

Contingencies

In the normal course of its operations, TFA is a party to various legal proceedings and complaints, some of
which are covered by insurance. While it is not feasible to predict the ultimate outcomes of such matters,
management of TFA is not aware of any claims or contingencies that would have a material adverse effect
on Teach For America’s consolidated financial position, changes in net assets or cash flows.

TFA receives and expends resources in connection with its administration of federal and other
governmental grants and contracts. The terms of these agreements generally allow granting agencies the
right to audit costs incurred thereunder and, potentially disallow a portion thereof and/or adjust funding on a
prospective basis. During fiscal 2012, approximately $924,000 was established as a potential reserve for
disallowances, which continued to be included in accounts payable and accrued expenses in the
accompanying consolidated statement of financial position. In the opinion of management, audit
adjustments, if any, are not expected to have a significant effect on the accompanying consolidated
financial statements.

TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets were restricted for the following purposes as of May 31, 2013:

For use in future periods for:

Expansion $ 4,534,314
Teacher recruitment and selection, placement,
professional development, and other 76.919.999

$ 81454313

Net assets released from restrictions by incurring expenses satisfying purpose or time restrictions during the
eight-month period ended May 31, 2013, were as follows:

For use in future periods:

Expansion $ 12,650,183
Teacher recruitment and selection, placement, professional
development, education awards and other 138,464,786
$ 151,114,969
ENDOWMENT NET ASSETS

:I‘FA’s endowment consists of several individual funds established for different purposes. Such endowment
includes both donor-restricted endowment funds and funds designated by the Board of Directors to function
as endowments. As required by US GAAP, net assets associated with endowment funds, including funds
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Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

designated by the Board of Directors to function as endowments, are classified and reported based on the
existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

Effective October 1, 2007, the Uniform Prudent Management of Institutional Funds Act (“UPMIFA”) as
enacted by the State of Connecticut applies to all donor-restricted endowment funds of TFA unless the
donor has specifically directed otherwise. Under UPMIFA, an “endowment fund” is defined as a fund that,
under the terms of the gift instrument, is not fully expendable on a current basis. The Board of Directors of
TFA has interpreted UPMIFA as requiring the preservation of so much of such a donor-restricted
endowment fund as is directed by the donor in the gift instrument. Where the donor’s intent is not clearly
articulated in the gift instrument, the Board of Directors of TFA interprets UPMIFA as allowing the
expenditure of only that amount which is prudent for the uses, benefits, purposes and duration for which the
endowment was established, taking into account the following factors:

The duration and original donor restricted preservation of the endowment fund.
The purposes of TFA and the donor-restricted endowment fund.

General economic conditions.

The possible effect of inflation and deflation.

The expected total return from income on the appreciation of investments.
Other resources of TFA.

The investment policies of TFA.

N RN -

TFA classifies as permanently restricted net assets the amount of the assets in a donor-restricted
“endowment fund” that may not be expended according to the factors described above. The remaining
portion of the donor-restricted endowment fund that is not classified as permanently restricted is classified
as temporarily restricted until those amounts are appropriated for expenditure by TFA in a manner
consistent with the standard of prudence prescribed by UPMIFA.

Spending Policy

For the eight-month period ended May 31, 2013, the Board of Directors of TFA determined that there
would be no distributions from its donor-restricted endowments.

In subsequent years, and upon authorizatjon from the Board of Directors, spending will be determined
based upon the sum of:

¢ 70% of prior year endowment spending, adjusted upward (or downward) by the inflation (deflation)
rate as measured by the change in the consumer price index for the 36 months ending on the date six
months prior to the start of the fiscal year.

®  30% of the long-term spending rate of 5%, multiplied by the average market value of the endowment
over the 36 months ending on the date six months prior to the start of the fiscal year (calculated by
averaging the market value of the endowment on the dates 6 months, 9 months, 12 months, and 15
months before the start of the fiscal year).

In establishing this policy, TFA considered the long-term expected return on its endowment. Accordingly,
over the long term TFA expects the current spending policy to allow its endowment to grow at a pace at
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Notes to Consolidated Financial Statements
As of and for the eight-month period ended May 31, 2013

least equal with inflation. This is consistent with TFA’s objective to maintain the purchasing power of the
endowment assets held in funds of a permanent duration or for a specified term to support future operations.

Return Objectives and Risk Parameters

TFA has adopted investment and spending policies for endowment assets that attempt to provide a
predictable and stable stream of funding to programs and support services supported by its endowment
while seeking to maintain the purchasing power of the endowment assets to support future operations.
Endowment assets include those assets of donor-restricted funds that must be held in funds of a permanent
duration or for a donor-specified period(s), as well as, Board-designated funds. Under this policy, as
approved by the Board of Directors, the endowment assets are invested in a manner that is intended to
produce results that exceed the price and yield results of appropriate benchmarks without putting the assets
at imprudent risk.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, TFA relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest
and dividends). TFA targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives with prudent risk constraints.

Endowment net asset composition, excluding pledges receivable, as of May 31, 2013, follows:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Board-designated endowment funds $ 59,585,944 ) - $ - $ 59,585,944
Donor-restricted endowment funds - 23,098,202 116,663,966 139,762,168
Total $ 59,585,944 $ 23,098,202 $116,663,966 $199,348,112

Changes in endowment net assets for the eight-month period ended May 31, 2013:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Endowment net assets, September 30, 2012 $ 57,972,187 $ 13,666,683 $ 89,161,873 $ 160,800,743
Investment return:

Investment income 471,960 499,766 - 971,726

Net appreciation (realized and unrealized) 1,141,797 8,931,753 - 10,073,550

Total investment return, net of fees 1,613,757 9,431,519 - 11,045,276
Contributions, inchuding collections of prior

year pledges and change in donor intent - - 27,502,093 27,502,093

Endowment net assets, May 31, 2013 b 59,585,944 $ 23,098,202 $1 1616633966 $199,348,112

For th? ejght-month period ended May 31, 2013, permanently restricted additions presented above included
$15 million of payments on prior year pledges and a change in donor intent of $2.5 million.
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During the period ended May 31, 2013, TFA received $5 million in endowment contributions that have not
been invested as of May 31, 2013.

At May 31, 2013, investments related to donor-restricted endowments of $116,663,966 provided investment
returns to support general operating purposes, as per donor intent, none of which were appropriated by the
Board of Directors for expenditure in the current period.

13. CONTRIBUTED GOODS AND SERVICES

Contributed goods and services for the eight-month period ended May 31, 2013, consisted of the following:

Legal £ 214254
Event services 29,087
Shipping services 23,880
Facilities 14,599
Printing and advertising 5,457

Total $ 287277

14. RETIREMENT PLAN

Teach For America offers full and part-time staff members who work at least 20 hours a week the
opportunity to participate in a 403(b) retirement program. This is a defined contribution plan (the “Plan™)
with employer matching contributions equal to 100% of the employee’s contributions up to 5% of their
gross earned salary in each fiscal year. Participants are fully vested after six months of employment,
increasing to 12 months, effective October 1, 2008. Withdrawal cannot be made without penalty until the
age of 59%2. Teach For America matching contributions totaled approximately $2.8 million for the eight-
month period ended May 31, 2013. The Plan also changed its year-end to May 31* to conform with TFA’s
year-end.

Teach For America also offers an Executive 457(b) Retirement Plan, which is a non-qualified 457(b)
Retirement Plan for select key managerial and highly compensated employees. Only discretionary
employer contributions are allowed under the plan. For the eight-month period ended May 31, 2013,
employer contributions to this Plan were approximately $6,600.

15. SUBSEQUENT EVENTS

Teach For America evaluated its May 31, 2013 consolidated financial statements for subsequent events
through December 5, 2013, the date the consolidated financial statements were available to be issued.
Other than the following, Teach For America is not aware of any subsequent events which would require
recognition or disclosure in the accompanying consolidated financial statements.

On August 9, 2013, Beyond Z, Inc. (“Beyond Z”), a related party organization, was incorporated in the state
of Delaware. Beyond Z’s mission is to build leadership potential in young people from low-income,
underrepresented backgrounds in the United States. TFA will enter into a Resource Sharing and Expense
Reimbursement Agreement with Beyond Z, whereby Beyond Z will reimburse TFA for direct and indirect
costs incurred on Beyond Z’s behalf. In addition, Beyond Z agrees to operate and conduct its use of
resources as described in the agreement in a manner so as not to interfere with the accomplishment of
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TFA’s tax-exempt purpose or jeopardize TFA’s compliance with federal and state laws. Further, Beyond Z
qualifies as an entity that is required to be consolidated under FASB guidance, and will be consolidated in
future period financial statements. Beyond Z will partner with Teach For America to provide direct-to-

student leadership development programming and, if successful, is expected to become an independent
organization within the next several years.

Subsequent to May 31, 2013, TFA signed two separate letters of intent to lease office space in both
Washington D.C. and New York City, with respective lease commencement dates occurring during fiscal
year 2014, While formal lease terms continue to be negotiated as of the date the consolidated financial

statements were available to be issued, the future minimum lease payments based on current terms included
in the letters of intent, follow:

Fiscal vear ending May 31:

2014 $ -
2015 1,375,020
2016 5,473,506
2017 5,507,402
2018 and thereafter 116,125,514
Total $ 128,481,442
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TEACH FOR AMERICA

Schedule of Expenditures of Federal Awards

For the eight-month period ended May 31, 2013

Contract/ CFDA Federal
Federal Grantor/Pass-Through Grantor/Program Title Identifying Number Number Expenditures
Corporation for National and Community Service:
Direct Awards:
AmeriCorps National Direct
2010-2011 Fixed Award 10EDHNY002 94,006 3 898,927
2011-2012 Fixed Award 10EDHNY002 94.006 550,887
2012-2013 Fixed Award 10EDHNY002 94.006 7,871,316
Pass-through awards:
The State of Alabama
2012-2013 Competitive Award 11ESHAL0010001 94,006 54,988
2012-2013 Formula Award 1 1FXHAL002000¢ 94,006 119,797
The State of Connecticut
2012-2013 Award 12ACHCTU01 94006 457,208
The State of Florida
2012-2013 Award (Jacksonville) 12AC139391 94.006 128,805
2012-2013 Award (Miami-Dade) 12AC139390 94.006 181,454
The State of Georgia
2012-2013 Fixed Award Formula 11FXHGA002 94.006 106,601
2012-2013 Fixed Award Competitive 11ESHGA0010001 94.006 126,044
The State of Hawaii
2012-2013 Award MA120061 94.006 52,217
The State of lllinois
2012-2013 Award FCSRE(01935 94.006 56,107
The State of Louisiana
2012-2013 Award Competitive 12ACHLAQ0010006 94.006 51,674
2012-2013 Award Formula 06AFHLA0010023 94.006 255,304
The State of Michigan
2012-2013 Award MACF-13-82364 94.006 363,398
The State of New Jersey
2012-2013 Award 12AMERG02ANC 94.006 114,781
The State of New Mexico
2012-2013 Award 12ACHNMO001 94.006 112,311
The State of Qklahoma
2012-2013 Fixed Award 11ESHOK0010001 94.006 213,706
The State of Pennsylvania
2012-2013 Award 09ACHPA0010004 94.006 327,476
The State of South Carolina
2012-2013 Fixed Award 11FXHSCO001 94.006 181,221
The State of South Dakota
2012-2013 Award 12AC141258 94.006 85,411
The State of Texas
2012-2013 Award 12FXHTX0010001 94.006 424772
The State of Wisconsin
2012-2013 Fixed Award AD129660 94.006 139,000

Total Corporation for National and Community Service
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TEACH FOR AMERICA

Schedule of Expenditures of Federal Awards (continued)

For the eight-month period ended May 31, 2013

Contract/ CFDA Federal
Federal Grantor/Pass-Through Grantor/Program Title Identifying Number Number Expenditures
U.S. Department of Education
Direct Awards:
ARRA -Investment in Education Fund (i3) U396A100015 84.396A $ 5706976
Pass-through awards:
The State of Georgia Race To The Top
ARRA -2012-2013 Award 3P241001 84395 1,681,393
The State of Florida Race To The Top
2012-2013 Award Jacksonville 160-RS111-2C001 84.395A 641,492
2012-2013 Award Miami-Dade 130-RS111-2C001 84.395A 1,306,846
The State of Massachusetts Race To The Top
2012-2013 Award (State) 12RFQAPAMV4 84.395 49,688
2012-2013 Award (Bedford) 12RFQAPAMV4 84.395 39,763
2012-2013 Award (Lawrence) 12RFQAPAMV4 84.395 23,188
The State of North Carolina Race To The Top
ARRA - 2011-2013 Award EP4799470 84.395 1,441,313
The State of Ohio Race to the Top
2013-2014 Award 2013-005 84.395 152,715
The State of Rhode Island Race To the Top
ARRA - 2012-2014 Award PO# 3277047 84.395 368,167
The State of Tennessee Race To The Top
2012-2015 Award (Memphis) 33150-00413 84.395 2,005,590
2012-2015 Award (Nashville) 33150-00413 84.395 794,254
State of Hawaii
ARRA - Provision of an Alternative Route to {(Regular
Education) Teacher Certification for the Hawaii Department of
Education CO-10322 84.395A 724,025
State of New Mexico
Teacher Recruitment Support Services Al12PC00228 15.000 11,902

Total U.S. Department of Education

Total expenditures of federal awards

14,947,817

3 273821222

The accompanying notes to schedule of expenditures of federal awards should be read in conjunction with this

schedule.

-22.




TEACH FOR AMERICA

Notes to Schedule of Expenditures of Federal Awards
For the eight-month period ended May 31, 2013

1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards has been prepared on the accrual basis of
accounting and includes the federal award expenditures of Teach For America, Inc. (“Teach For America™)
for the eight-month period ended May 31, 2013. The information in this schedule is presented in accordance
with the requirements of OMB Circular A-133, Audits of States, Local Gavernments, and Non-Prafit
Organizations. Therefore, some amounts presented in the schedule may differ from amounts presented in, or
used in, the preparation of the consolidated financial statements.

2. INDIRECT COSTS

For the eight-month period ended May 31, 2013, indirect costs charged to federal awards were based upon
provisional rates negotiated with Teach For America’s cognizant federal agency, the U.S. Department of
Education.

3. SUBRECIFIENT

Of the federal expenditures presented on the schedule, Teach For America provided federal awards to the
following subrecipient from the Investment in Education Fund (i3) - ARRA:

Federal Amounts
CFDA Provided to
Program Title Number  Subrecipient
Mathematica 84.396A $ 1,470,953
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON INTERNAL
CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Teach For America, Inc.:

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the consolidated financial statements of Teach For America, Inc.
(“TFA”) and its subsidiary, Leadership for Educational Equity (“LEE”) (collectively, “Teach For
America”), which comprise the consolidated statement of financial position as of May 31, 2013, and the
related consolidated statements of activities and cash flows for the eight-month period then ended, and the
related notes to the consolidated financial statements, and have issued our report thereon dated December 5,
2013.

Internal control over financial reporting

In planning and performing our audit of the consolidated financial statements, we considered Teach for
America’s internal control over financial reporting (“internal control™) to design audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the consolidated financial
statements, but not for the purpose of expressing an opinion on the effectiveness of internal control.
Accordingly, we do not express an opinion on the effectiveness of Teach for America’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of
Teach For America’s consolidated financial statements will not be prevented, or detected and corrected, on
a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses. Given these limitations, during our audit we did not identify any deficiencies in Teach For
America’s internal control that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
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Compliance and other matters

As part of obtaining reasonable assurance about whether Teach For America’s consolidated financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of consolidated financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

Intended purpose

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of Teach For America’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Teach For America’s internal control and compliance.
Accordingly, this report is not suitable for any other purpose.

s TenZow L

New York, New York
December 5, 2013

-25.



@ Grant Thornton

Audit * Tax * Advisory

Grant Thomton LLP
666 Third Avenue, 13th Floor
New York, NY 10017-4011

T 212.599.0100
F 212.370.4520
were GrantThamion.com

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON
COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Board of Directors of
Teach For America, Inc.:

Report on compliance for each major federal program

We have audited the compliance of Teach For America, Inc. (“TFA”) with the types of compliance
requirements described in the U.S. Office of Management and Budget's OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of its major federal programs for the eight-
month period ended May 31, 2013. TFA’s major federal programs are identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs.

Management’s responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to TFA’s federal programs.

Auditors’ responsibility

QOur responsibility is to express an opinion on compliance for each of TFA’s major federal programs based
on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations.

The above-mentioned standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about TFA’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of TFA's compliance.
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Opinion on each major federal program

In our opinion, Teach for America, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the eight-month period ended May 31, 2013.

Report on internal control over compliance

Management of TFA is responsible for designing, implementing, and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered TFA’s internal control over compliance with the types of
compliance requirements that could have a direct and material effect on each major federal program to
design audit procedures that are appropriate in the circumstances for the purpose of expressing an opinion
on compliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of TFA’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weaknesses in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in TFA’s internal control over compliance that we consider to
be material weaknesses. However, material weaknesses may exist that have not been identified.

Intended purpose

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of OMB
Circular A-133. Accordingly, this report is not suitable for any other purpose.

New York, New York
December 10, 2013
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Schedule of Findings and Questioned Costs
For the eight-month period ended May 31, 2013

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements:

Type of auditors’ report issued:

Internal control over financial reporting:
Material weaknesses identified?

Significant deficiencies identified that are not considered
to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards:

Internal control over major programs:
Material weaknesses identified?

Significant deficiencies identified that are not considered
to be material weaknesses?

Unmodified

<

__yes no

__Yyes X_none noted

_yes X none noted

_yes X no

_yes X none noted

Type of auditors’ report issued on compliance for major programs: Unmodified
Any audit findings disclosed that are required to be reported

in accordance with Section 510(a) of OMB Circular A-133? _yes X no
Identification of major programs:

Name of Federal Program or Cluster Federal CFDA #

U.S. Department of Education:

Investment in Education Fund (i3) - ARRA 84.396A

Race to the Top - ARRA 84.395; 84.395A

Corporation for National and Community Service 94.006
Dollar threshold used to distinguish between type A and type B programs: $834,637
Auditee qualified as low-risk auditee? X yes __no
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TEACH FOR AMERICA

Schedule of Findings and Questioned Costs (continued)
For the eight-month period ended May 31, 2013

SECTION II - FINANCIAL STATEMENT FINDINGS

None identified.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None identified.
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TEACH FOR AMERICA

Summary Schedule of Prior Audit Findings
For the eight-month period ended May 31, 2013

Finding 2012-01 — Contribution Revenue Recognition

As part of our procedures of TFA’s contributions revenue we noted certain internal correspondence relating to a
five-year, $5 million promise to give (“pledge”) that contained references documenting that the pledge was
actually made in fiscal 2011. However, only the $1million installment actually received was recorded in fiscal
2011. Upon review of additional internal correspondence, dated Spring 2012, we noted what appeared to be some
confusion and potential miscommunication stemming from the Regional Office in connection with the remaining
$4 million of the original $5 million pledge; however a decision was made to record this remaining balance, net
of discount, within the fiscal 2012 activity. Based on our review of the correspondence, including an email from
the donor, we noted that the donor correspondence made reference to a “condition” that the Regional Office
needed to meet. The reference to this condition potentially created a scenario where the remaining pledge amount
should not have been recorded until the condition is met. We were informed that management initially believed
that the condition was met in fiscal 2012, thereby allowing the remaining pledge to be recorded. Upon request for
additional clarification surrounding the donor imposed condition, it was concluded that the donor-imposed
condition is an annual condition. Consequently contributions revenue was downwardly adjusted by $3 million.

Status:
No similar instance was identified in 2013.

Finding 2012-02 —Level of Effort — Certification of Effort

Department of Education — Race to the Top (CFDA # 84.395 and 84.395A)

Criteria, Condition and Effect:

Among other things, OMB Circular A-122 requires certification of effort by the individual and/or principal
investigator whose effort is charged to federal awards. Effective June 1, 2012, the organization with the mutual
understanding of its cognizant agency (Department of Education), established an updated policy to obtain after-
the-fact certification of effort from all individuals who charge effort to federal awards. We were informed that
such policy would be implemented using a phased approach, with organization-wide implementation effective
October 1, 2012. Of the total 25 (twenty-five) item population tested, we noted fourteen (14) instances, all of

which occurred subsequent to June 1, 2012, where the updated certification of effort policy was not scheduled to
take place until October 1, 2012,

Status:
No similar instance was identified in 2013.
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